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Icelandic Foreign Trade 


Iceland’s foreign trade position this year is consider- 
ably better than it was a year ago. For the first four 
months of 1954, the import surplus fell to IKr 20 million, 
from IKr 113 million in the same period last year. The 
improvement was due chiefly to an increase in exports, 
from IKr 180 million to IKr 268 million. Exports of 
frozen fish rose by IKr 53 million, to IKr 120 million, 
mainly because of an increase of IKr 41 million in 
exports to the U.S.S.R. In the same period last year, no 
frozen fish was exported to the U.S.S.R. Other exports 
that increased this year are stockfish (from IKr 2 million 
to IKr 16 million) and fish meal (from IKr 16 million 
to IKr 21 million). 

About 98 per cent of Iceland’s exports consist of fish 
and fish products, and the higher exports are due to the 
greater fishing catch this year. In the January-April 
period, the total fish catch was 173,000 metric tons, com- 
pared with 144,000 metric tons in the same period last 
year. The small fishing craft (the motor vessels) accounted 
for nearly all of the increase in the catch; the catch of 
the trawlers was about the same in the two periods. Be- 
cause of changes in export demand, the proportion of the 
total catch frozen has been increased to 51 per cent this 
year, from 33 per cent in 1953. Only 14 per cent has been 
used for stockfish this year, compared with 32 per cent 
a year ago; while 33 per cent has been salted in both years. 

Imports fell to IKr 288 million this year, from 
IKr 293 million a year ago. Although for most com- 
modity groups imports were slightly higher this year, 


Manufacture of Gold Coins 


Estimates from Switzerland indicate that since 1952 
private manufacturers have produced about 20 million 
gold coins of full gold content. Manufacturing and 
selling installations have been reported from Milan, 
Tangier, Damascus, Beirut, Trieste, and Yugoslavia. The 
flow of these coins into Switzerland is reported to have 
dwindled to practically nothing in recent weeks. 


Source: The Wall Street Journal, New York, N.Y., 
June 17, 1954. 


Europe 


U.K. Imports of Dollar Machinery 

The U.K. Board of Trade has announced that more 
favorable consideration will be given in future to appli- 
cations for licenses for imports of machinery from the 


fuel imports (coal and petroleum products) decreased 
from IKr 50 million to [Kr 29 million; it is still too 
early, however, to determine whether there will be a 
reduction in fuel imports for the year as a whole. 


Trade by countries shows an export surplus of 
IKr 25 million with the U.S.S.R. In the same period 
last year, there was no trade with the U.S.S.R. Exports 
to Poland and Czechoslovakia also increased somewhat, 
while exports to Eastern Germany were down. The 
Eastern European countries accounted for 31 per cent of 
Iceland’s exports this year, compared with 13 per cent 
last year. 


Exports to the United States, which are chiefly frozen 
fish, had been declining in 1953; in the first four months 
of this year, however, they were IKr 55 million, an 
increase of IKr 21 million over January-April 1953. In 
the same period, imports from the United States fell to 
IKr 64 million, from IKr 78 million a year earlier; thus 
the import surplus was reduced from IKr 44 million to 
IKr 9 million. 


Trade with the EPU countries was about the same in 
the two periods, the trade deficit being about IKr 35 
million. There were some changes with respect to the 
individual countries, the most important being the in- 
crease in the trade deficit with the United Kingdom and 
the decrease in the deficits with Denmark and Norway. 
Source: Statistical Bureau of Iceland, Hagtidindi, 
Reykjavik, Iceland, May 1954. 


dollar area whenever a dollar area machine will reduce 
costs and no alternative machine offering similar advan- 
tages is available from other sources. The Government 
considers it of the utmost importance that U.K. industry 
be well equipped, but believes that re-equipment can 
usually be carried out with British-made machinery. 


Since imports of machinery from the dollar area have 
always been governed by policy rather than by an exact 
currency allowance, no firm estimate can be made of the 
effect of this relaxation. It will probably apply only to 
certain industries. The value of machinery imports from 
the dollar area in the past two years has been about 
£25 million per year, and it is thought unlikely that this 
total will be increased by as much as 50 per cent. 


Source: The Financial Times, London, England, June 22, 
1954. 





The striking revival of private savings in the United 
Kingdom during recent years is analyzed in an article 
contributed by Professor F. W. Paish to the Financial 
Times Annual Review of British Industry. The article 
indicates that since 195] the growth of private savings 
has more than made good the progressive decline in 
savings of the public sector owing to the rise in outlays 
on defense and the social services. While investible re- 
sources provided through the public sector declined from 
£730 million in 1951 to £460 million in 1953, total U.K. 
investible resources rose in the same period from 
£2,130 million to £2,700 million. 

An even more significant change occurred in the 
composition of private savings. In the early postwar 
years, personal savings as a whole were negative and, 
even in 1951, investible resources accumulated by persons 
contributed less than 7 per cent of total private savings. 
Since then, however, the growth in total private investible 
funds has been due largely to the personal sector. While 
net savings of companies and public corporations, after 
allowing for depletion of tax and dividend reserves and 
for capital transfers, rose by £130 million between 1951 
and 1953, the comparable figure for personal savings 
rose from £88 million to £750 million. All these estimates 
are on the basis of current market prices. 


Source: The Economist, London, England, June 19, 1954. 
Expansion of Netherlands Foreign Trade 


Netherlands foreign trade has continued to expand 
during 1954. The monthly average index for the volume 
of imports in the first four months of this year, at 180 
(1948=100), was substantially above the average of 
150 for January-April 1953; and the export volume 
index (monthly average) rose to 324, from 262 in the 
corresponding period last year. 

The total trade deficit (imports c.i.f., exports f.o.b.) 
during the 12 months from June 1953 to May 1954 was 
f 1.1 billion (US$290 million), compared with f 2.24 bil- 
lion ($588 million) and f 0.46 billion ($121 million) in 
the calendar years 1951 and 1952, respectively. 

Sources: Het Financieele Dagblad, Amsterdam, Nether- 
lands, June 25, 1954; Central Bureau of Sta- 
tistics, Statistisch Bulletin, The Hague, Nether- 
lands, June 25, 1954. 


Norwegian Economic Developments 


The Bank of Norway, in its recent Bulletin, describes 
economic developments in Norway as satisfactory, and 
states that in some fields developments have been more 
favorable than could have been expected at this time of 
year. Production, investments, and employment have 
all been maintained at record levels. The dark features 
are the weak freight market and the failure of the cod 
fisheries. 
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Industrial production in the first quarter of this year 
was 8 per cent higher than during the first quarter of 
1953; the export industries led with a 19 per cent in- 
crease, while the domestic industries showed a 4 per cent 
increase. Among the individual industries, the largest 
increase in output—32 per cent—was shown by the 
chemical industry, chiefly as a result of greater produc- 
tion in the herring oil factories, following the record 
herring catch. In the wood-processing industry, another 
major export industry, production rose by 15 per cent. 

The herring fisheries yielded 11.6 million hectoliters, 
about 5 million hectoliters more than last year. The cod 
catch, however, was only about 59 per cent of a normal 
year’s catch. The total catch fell to 81,000 metric tons, 
from 112,000 metric tons last year. The Norwegian 
whaling factories in the Antarctic produced 960,212 bar- 
rels of oil this season, compared with 767,960 barrels 
last season. 

Freight rates, especially for trip charters for tankers, 
which in the fall of 1953 had fallen to 50-60 per cent of 
the rates prevailing in the fall of 1952, have declined 
still further. The low rates have resulted in a number 
of older small and medium-sized vessels being laid up. 
The effect on total freight earnings of the decline in 
rates has been offset by the continuous increase in the 
tonnage carried by the Norwegian merchant marine and 
by the fact that for 85-90 per cent of the Norwegian 
tanker fleet the long-term charter rates are better than 
those now prevailing in the market. Also, for most of the 
new tankers to be delivered in 1954 the long-term charter 
rates have been fixed above present rates. For 1954 as a 
whole, total net freight earnings are not expected to be 
higher than in 1953, when they amounted to NKr 1,570 
million. 

While the balance of payments on goods and services 
on a transactions basis showed a deficit of NKr 319 mil- 
lion for the first quarter of 1954 (see this News Survey, 
Vol. VI, p. 344), the payments statistics of the Bank of 
Norway, which reflect actual receipts and disbursements 
of foreign exchange, show a deficit of NKr 12 million on 
goods and services account for the first four months of 
the year. The deficit recorded by the payments statistics 
was the net result of a NKr 107 million deficit with the 
EPU area and a NKr 95 million surplus with the dollar 


area and other countries. 
Sources: Norges Bank, Bulletin, June 10, 1954, and 


Norges Handels og Sj¢fartstidende, June 26, 
1954, Oslo, Norway. 


Denmark's Foreign Exchange Position 

Denmark’s net foreign exchange holdings, which had 
fallen to DKr 142 million at the end of May (see this 
News Survey, Vol. VI, p. 384), declined further in June— 
by DKr 24 million in the first half of the month and by 
DKr 100 million in the week ended June 22. They then 
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amounted to only DKr 18 million. On June 22, the 
National Bank announced that the discount rate would be 
raised on June 23 by 1 per cent, to 514 per cent, the 
highest rate since October 1939. Simultaneously, the 
National Bank lowered its selling price on government 
bonds. The commercial banks responded immediately 
by raising their rates on loans and on short-term deposits. 


The deterioration in the net foreign exchange position 
in 1954 has been due exclusively to an increase in liabili- 
ties, primarily to EPU. Foreign exchange assets amounted 
to DKr 943 million on June 15, about DKr 8 million more 
than at the beginning of 1954, while foreign exchange 
liabilities had risen by DKr 220 million, to DKr 827 mil- 
lion. Of this increase, DKr 197 million is the result of 
the increase in the debt to EPU. Of its EPU quota of 
195 million units (1 unit = US$1), Denmark had utilized 
119 million units at the end of May. 


It is generally believed in Denmark that the recent 
deterioration may be due, to a great extent, to import 
prepayments. However, large imports of feedstuffs, motor- 
cars, etc., resulted in a higher trade deficit at the be- 
ginning of 1954 than a year earlier. Thus the deficit for 
the period January-April 1954 was DKr 402 million, 
compared with DKr 314 million in 1953. 

Sources: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, June 23, 1954; Harald R. Martinsen, 
Danish Letters, Copenhagen, Denmark, June 25, 
1954. 


Iceland-U.S.5.R. Trade 


In accordance with the two-year trade agreement 
signed by Iceland and the U.S.S.R. last year (see this 
News Survey, Vol. V1, p. 59), negotiations have taken 
place recently concerning the commodities to be exported 
in the coming months. During the next 18 months, Ice- 
land will ship to the U.S.S.R. one third of its total pro- 
duction of frozen fish. Exports of frozen fish and salted 
herring will be increased from 34,000 metric tons this year 
to between 40,000 and 50,000 metric tons next year. 
The U.S.S.R. will deliver petroleum products, grain, 
cement, anthracite, and metallurgical products. Total 
trade in each direction is estimated at $17 million. In 
1953, total Icelandic exports to all countries were $43 
million. 

Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, June 21, 1954. 


Italian Foreign Trade Policy 


The Italian Foreign Trade Minister has stated that 
steps will be taken shortly to widen the list of goods that 
can be imported without license from the dollar area. 
He emphasized, however, that such liberalization should 
not be extended too far lest it jeopardize the flow of 
Italian exports toward other countries which presently 
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supply Italy with some of the goods that can also be 
imported from the dollar area. To promote Italian ex- 
ports in general, the Government has taken measures in 
regard to the extension of easy-term loans and insurance 
against special risks. A measure providing for reim- 
bursement of the general turnover tax is currently before 
Parliament. It is also planned to grant additional funds 
to the Italian Institute for Foreign Trade and to strength- 
en Italian commercial services abroad. 

Source: Economic News from Italy, New York, N. Y., 

June 17, 1954. 


Greek Internal Loan 


The Greek internal voluntary loan of 300 million (new) 
drachmas — equivalent to US$10 million — which was 
opened for public subscription from June 9 to June 19 
(see this News Survey, Vol. VI, p. 298), is reported to 
have been fully subscribed. Private individuals were 
reported to be the main subscribers, part of the funds they 
used probably being derived from the sale of gold sov- 
ereigns and shares. This possibly explains the recent 
decline of the price of the sovereign and of share quota- 
tions. On June 16, the sovereign price was some 2 per cent 
below the May average, and share quotations on the 
Athens Stock Exchange—as measured by the Oikonomikos 
Tahidromos index—had fallen by approximately 8 per 
cent. The new bonds carry interest of 5 per cent per annum 
and, in addition, have attractive lottery features account- 
ing for another 3 per cent. Quotations of these bonds on 
the Athens Stock Exchange are now reported at about 2 
per cent above par. 

The previous internal voluntary loan issue by Greece 
was as far back as 1920, to finance war expenses. The 
proceeds of the 1954 loan are to be used exclusively to 
finance part of the public development program. The 
loan is the first postwar attempt to channel voluntary 
savings to this field. 

Sources: Oikonomikos Tahidromos, Athens, Greece, 
June 24, 1954; Atlantis, New York, N. Y., 
June 26 and 27, 1954. 


German Interest Rates Lowered 


The Bank Supervisory Authorities in Berlin have an- 
nounced a reduction of 0.25 per cent, as of July 1, 1954, 
in the maximum interest rates charged by banks on loans 
or paid by banks on deposits. This action follows the 
discount rate reduction of 0.5 per cent as of May 20 
(see this News Survey, Vol. VI, pp. 368 and 384). Thus 
only one half of the reduction of rates by the central bank 
is being passed on to the ultimate recipient of credit. The 
new maximum rates can be considered as fixed rates, 
and it is not likely that banks and savings institutions 
will grant lower rates. 

As of July 1, the maximum rates charged by all credit 
institutions for short-term loans will be 4.75 per cent, 
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excluding commission. Interest rates for time deposits will 
be 2 per cent for deposits up to 3 months; 2% per cent 
for up to 6 months; 2% per cent for up to 12 months; 
and 314 per cent for more than 12 months. For deposits 
exceeding DM 50,000 the new maximum rate is 4% per 
cent over the above-mentioned rates. The rate for check- 
ing accounts withdrawable at any time is reduced from 
34 per cent to 44 per cent, and checking accounts where 
a commission is charged must not yield rates exceeding 
1 per cent. 


The Bank Supervisory Authorities have also lowered, 
by 0.25 per cent, the interest rates for long-term savings 
deposits. Thus the rate for savings deposits with an 
agreed notice period of between 6 and 12 months have 
been lowered to 314 per cent, and savings deposits with 
periods of notice of more than 12 months, to 4 per cent. 
The only exceptions are for savings deposits with a legal 
(daily) period of notice. The interest rate for these 
deposits, which amount to about 70 per cent of the total 
volume of savings, will be continued at 3 per cent. This 
decision is in accord with the attitude of the savings 
banks, which oppose any reduction in the interest rate on 
deposits of small savers. 


Generally speaking, the decision of the Bank Super- 
visory Authorities is a compromise, which enables the 
banks to maintain their previous margins between rates 
on loans and deposits and which ends the recent com- 
petition in regard to interest charges. The decision has 
full approval of the banks, although they would have 
preferred a lowering of the general savings rate. 


Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, June 26, 1954. 


Middle East 


Establishment of State Bank in Israel 


The Israel Cabinet has approved a bill creating a state 
bank, to be known as the Bank of Israel. The new bank 
is expected to be in operation before the end of the year. 
The Bank will be authorized to provide interim budget 
financing over periods not exceeding a year, and to an 
amount not exceeding 20 per cent of the total ordinary 
budget. The purpose of this provision is “to smooth over 
seasonal movements in revenue.” 


The Bank of Israel will take over the duties now per- 
formed by the Bank Leumi (the old Anglo-Palestine 
Bank), including the issue of banknotes. Mr. David 
Horowitz, formerly Director-General of the Ministry of 
Finance, will be the first Governor of the new bank. The 
capital, to be paid up within five years, has been fixed at 
I£10 million ($5.6 million at the present effective rate of 
1£1.8 per U.S. dollar for most transactions). 


Source: The Times, London, England, May 26, 1954. 
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Cereal Exports From Jordan 


In expectation of favorable domestic production, the 
Jordanian Government has authorized the export of 
cereals and their derivatives as of June 10, 1954. 
Lebanon, 


Source: Le Commerce du 


June 2, 1954. 


Lebanon's Foreign Trade 


Although Lebanon’s exports increased from LL 19 mil- 
lion in the first quarter of 1953 to LL 22 million in the 
first quarter of 1954, the increase in imports was much 
greater—from LL 69 million to LL 75 million. Thus, the 
trade deficit increased from LL 50 million to LL 53 
million. The trade deficit with Syria rose from LL 9.5 mil- 
lion in the first quarter of 1953 to LL 14 million in the 
first quarter of 1954, while that with other countries fell 
from LL 40.5 million to LL 39 million. Imports are re- 
corded at the official rates of exchange. The actual deficits 
(at free market rates) are substantially larger. 


Levant, Beirut, 


Source: Le Commerce du 


June 19, 1954. 


Levant, Lebanon, 


Beirut, 


Iran-U.S.5.R. Trade Agreement 


The Ministry of National Economy of Iran and trade 
representatives of the U.S.S.R. have signed an agreement 
governing the total volume and value of trade between the 
two countries during the year from April 1, 1954 to 
March 31, 1955. The total value of Iran’s exports to 
the U.S.S.R. will amount to Rls 2,298 million (US$25.5 
million) , whereas the value of Soviet exports to Iran will 
be Rls 2,220 million ($24.7 million), a considerable in- 
crease over the previous year. 


The main items among Iran’s imports from the U.S.S.R. 
will be refined sugar (80,000 tons) , cotton textiles (55 mil- 
lion meters), iron and steel products (11,000 tons), 
cement (60,000 tons), paper products (10,000 tons), 
and chemical products (1,000 tons). Other imports will 
include agricultural machinery, electrical equipment, pas- 
senger cars and trucks and their spare parts, and sewing 
machines. The major exports from Iran to the U.S.S.R. 
will include rice (30,000 tons), tobacco (3,000 tons), 
wool (7,000 tons), cotton (7,000 tons), lead ore (50,000 
tons), tin ore (12,000 tons), oilseeds (4,000 tons), and 
dates (5,000 tons). Other exports include sulphuric ore, 
lamb skins, cumin seeds, fish, pork, and rugs. 


Source: Ettéla’at, Teheran, Iran, June 17, 1954. 


Far East 


Financing of Private Industry in India 


The Shroff Committee, appointed by the Reserve 
Bank of India to report on problems of finance in the 
private sector of Indian industry, has recommended that 
a consortium or syndicate should be formed by banks, in 
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cooperation with insurance companies and under the 
leadership of the Imperial Bank of India, to underwrite 
or invest in new issues of industrial shares and debentures. 
The Committee also proposes the establishment of a 
special Development Corporation to meet the financial 
needs of small industries. It suggests that the Reserve 
Bank’s bill-market scheme should be liberalized by low- 
ering the minimum amount of discountable bills from 
Rs 100,000 to Rs 50,000 (US$10,500) and by reducing 
the floor for individual advances from Rs 2.5 million to 
Rs 1 million (US$210,000). It proposes an extension of 
bill discounting facilities to all scheduled banks with 
deposits of Rs 10 million or over. Banks are urged to 
increase their investments in shares and debentures of 
first-class industrial concerns, to make larger advances to 
approved parties against such securities, and to subscribe 
to a greater extent to the shares and bonds of special 
institutions, such as the Industrial Finance Corporation. 
The Committee also called on the private sector to enforce 
proper codes of conduct and to raise the standards of 
business management. 

Source: The Statesman (Overseas Edition), Calcutta, 

India, June 12, 1954. 


Subscription Payments to Indian National Plan Loan 


The Government of India is making arrangements for 
providing facilities to certain banks for the receipt in 
gold and jewelry of subscriptions to the National Plan 
Loan. Under the arrangements, the bank to which the 
gold or jewelry is sent will dispose of it to the best ad- 
vantage, deduct the out-of-pocket expenses, if any, invest 
the maximum amount possible in the Loan, and remit 
the balance to the subscriber. The subscriber will agree 
to accept, without question, the net proceeds realized 
by the bank from the sale of the gold and jewelry. 


Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, June 1, 1954. 


Improvement in Ceylon’s Financial Situation 


Ceylon’s foreign assets increased by Rs 72 million in 
the first quarter of 1954, and at the end of March they 
amounted to Rs 678 million (US$142 million), com- 
pared with a postwar low of Rs 606 million in the fourth 
quarter of 1953. The trade surplus of Rs 92 million 
(US$19 million) for the first three months of 1954 con- 
trasts favorably with a deficit of Rs 6 million in the 
preceding quarter and a surplus of Rs 31 million in the 
corresponding period of 1953. The 1954 trade surplus 
was due mainly to the favorable terms of trade, which 
in February of this year were higher than at any time 
since 1951. Exports in the first quarter of 1954 were 
Rs 14.5 million above those in the last quarter of 1953, 
largely as a result of higher prices, especially of tea. On 
the other hand, imports decreased by Rs 75 million, 








mainly because of reduced imports of rice, flour, sugar, 
machinery, vehicles, and textiles. The trade surplus with 
the dollar area was Rs 50.4 million (US$10.6 million) in 
the first quarter of 1954. 


Improvements were also recorded in the internal finan- 
cial position. The money supply contracted by Rs 17.7 
million in the first quarter of this year, in contrast to an 
expansion of Rs 3.6 million in the corresponding period 
of 1953. Government borrowing from the Central Bank 
decreased by Rs 36.9 million this year, and Treasury 
bills outstanding were reduced by Rs 40 million. The 
Government had a net cash operating surplus of Rs 43.2 
million for the first half of the current fiscal year ended 
March 1954, which was a substantial improvement over 
the deficit of Rs 136.4 million in the same period of the 
last fiscal year. 


Sources: Central Bank of Ceylon, Bulletin, Colombo, 
Ceylon, April 1954; Department of Commerce, 
Foreign Commerce Weekly, Washington, D. C., 
June 14, 1954. 


Thailand's Rubber and Tin Exports 


In order to encourage exports, the merchants in Thai- 
land have requested that the Government reduce export 
tariffs, particularly on rubber, and that the amount of 
foreign exchange for tin and rubber that the exporters 
are required to surrender to the Bank of Thailand at the 
official rate of exchange be reduced by one half, from the 
present 20 per cent. These steps are thought to be neces- 
sary if Thailand is to export more tin and rubber. Since 
world prices for these two commodities are low, exporters 
find that the amount of foreign exchange that must be 
surrendered to the Bank of Thailand is too high for 
profit-making, and merchants are discouraged from ex- 
panding production. Also, the present export tariff on 
rubber is too high. In addition to the duty of 0.455 baht 
per kilogram of rubber, there is a special charge of 
0.1 baht per kilogram. 


Source: The Bangkok Post, Bangkok, Thailand, April 26, 
1954. 


Sale of Foreign Exchange af Free Rates by Bank of Thailand 


As of June 4, no foreign exchange is sold by the Bank 
of Thailand at the free rate for payments of “cotton 
white shirting” and “cotton sewing thread” in the list 
of essential imports (No. 1/2497), unless it can be satis- 
factorily shown that the goods were already shipped, or 
were paid for in substantial part, or were covered by an 
irrevocable letter of credit, or by exchange which had 
been booked in advance with the Bank of Thailand, on 
or before the date of this Notice. 


Source: Bank of Thailand, Notice to Commercial Banks, 
No. Thor/Por/Dor 8/2497, Bangkok, Thailand, 
June 3, 1954. 


Prescription of Currencies for Japanese Transactions 

The Canadian dollar and the Swiss franc will be added 
in July to those currencies in which foreign exchange 
transactions are permitted by Japan. Prior to this de- 
cision, the currencies prescribed by the Government under 
its foreign exchange control law have included only the 
U.S. dollar (including the open account dollar) and 
sterling. 

The reasons for including the Canadian dollar and the 
Swiss franc are believed to be as follows: (1) In view 
of the need for the liberalization of trade, in accordance 
with the world trend, every possible effort is to be made 
to reorient the foreign exchange policy. (2) At the time 
of the Governors’ Meeting of the International Monetary 
Fund in 1953, a Canadian delegate was reported to have 
urged the designation of the Canadian dollar for Japanese 
payments on trade account. (3) Switzerland has requested 
that the Swiss franc be added to the currencies designated 
for foreign exchange settlements. (4) Both Canadian 
and Swiss traders will benefit from the new measures, 
especially in the simplification of foreign exchange busi- 
ness. (5) There is considerable confidence throughout 
the world in both the Canadian dollar and the Swiss 
franc. 

During the calendar year 1953, Japan’s payments to 
Canada were $90.0 million greater than receipts from 
that country, while its excess of payments to Switzerland 
was almost negligible ($1.22 million). 


Source: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, June 12, 1954. 


Japan's Sterling Surplus in May 

According to the Bank of Japan, foreign exchange 
transactions with the sterling area during May 1954 re- 
sulted in a balance of $2.9 million in Japan’s favor. This 
is the first monthly surplus recorded with the sterling 
area since July 1952. Japan’s over-all payments, however, 
resulted in a deficit of $17.6 million during May, bringing 
the total payments deficit for the first five months of 
1954 to $188 million, compared with a deficit of $114 mil- 
lion for the corresponding period of 1953. 
Source: The Financial Times, London, England, June 10, 

1954. 


Japan's Economic Cooperation with Southeast Asia 


The Ministry of International Trade and Industry of 
Japan has announced that the Government will establish 
a governmental committee to formulate an over-all policy 
for promoting economic cooperation with Southeast Asia. 
Japanese policy will be coordinated with that of the 
United States and the United Kingdom, in view of the 
fact that the Colombo Plan and the U.S. Point Four 
Program are so closely related to plans for the economic 
development of Southeast Asia. 


Source: Asahi Shimbun, Tokyo, Japan, May 29, 1954. 
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Philippine Sugar Quotas 


Sugar output in the Philippines in the crop year 
1953-54 (September-August) is expected to be sufficient 
to meet the export quota of 852,000 long tons to the 
United States and the domestic quota of 245,000 short 
tons. There will be a surplus of 100,000 short tons, which 
is considerably in excess of the relatively small quota 
allocated by the International Sugar Council. The Philip- 
pines plans to sell 22,500 metric tons to other countries, 
which is 10 per cent less than the quota assigned by the 
International Sugar Council but is in line with the limit 
placed by all producing countries to avert a price slump. 
Source: Philippine Association, Philippine Newsletter, 

New York, N. Y., June 22, 1954. 


United States and Canada 


U.S. Steel Exports and Output 


U.S. steel exports in 1953 were roughly 30 per cent 
below those in 1952, and a further decline is expected for 
1954, unless the demand for military purposes is in- 
creased. The decline is attributed to increased competi- 
tion from European producers—first in markets in Eu- 
rope and later in the Far East and Latin America. The 
competitive strength of European steel, which has in- 
creased sharply since the immediate postwar years, is 
attributable to several factors. One is that in Europe 
exports absorb a much larger share of total steel output 
than in the United States. A second factor is the ability 
of European producers to supply many types of steel 
at prices more than 20 per cent below those of U.S. 
producers. In addition, the persistent dollar shortage 
has led consuming nations to divert purchases wherever 
possible to non-dollar suppliers. European exporters, 
furthermore, are willing to sell on credit terms, while 
U.S. producers have sold mainly on a strict letter of credit 
basis. The extension of credit to overseas buyers by 
Europeans is facilitated by export credit guarantees avail- 
able in almost every country on the Continent and in 
England. 

Reflecting the decrease in exports and in domestic 
demand, steel ingot production in the United States during 
the first quarter of 1954 was 23 per cent below the high 
point reached in 1953. Steel consumption, however, de- 
clined considerably less than output, and inventories were 
reduced. 

Sources: The Journal of Commerce, New York, N. Y., 
June 23, 1954; Department of Commerce, Sur- 
vey of Current Business, Washington, D. C., 
June 1954. 


Canadian National Product and Expenditure 


The Canadian gross national product (seasonally ad- 
justed annual rate, but exclusive of the farm sector) 
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amounted to Can$22.5 billion in the first quarter of 1954, 
the same as a year earlier but below the 1953 third 
quarter peak of Can$22.9 billion. Labor income this year 
was about 2 per cent higher than in the first quarter of 
1953, while corporate profits were down about 13 per 
cent. On the expenditure side, increases in personal con- 
sumption were offset by declines in government outlays 
and in private investment, mainly for inventories. Non- 
durable goods and services accounted for the rise in 
personal consumption, while spending for durables was 
lower than a year earlier, with the largest decline oc- 
curring in automobiles. 

Source: The Financial Post, Toronto, Canada, June 26, 

1954. 


Latin America 
New Power Plant in El Salvador 


The largest hydroelectric plant in Central America, 
located on the Lempa River in El Salvador, began opera- 
tions on June 21. The project will increase electric power 
output in El Salvador by 125 per cent. Two turbo- 
generator units, with an initial output of 30,000 kilowatts, 
have been completed; and it is expected that three more 
generators will be added, to increase output to a total 
of 75,000 kilowatts. The total cost of the project is 
$19 million; $12.5 million was financed by a 1951 loan 
from the International Bank for Reconstruction and De- 
velopment and the remainder by an internal loan. 

The distribution of energy will be handled by private 
enterprises. Negotiations concerning tariffs for the city 
of San Salvador will be carried on by the Lempa Com- 
mission and representatives of the Government and the 
Canadian-owned electric light company. 

Source: The Journal of Commerce, New York, N. Y., 
June 22, 1954. 


Venezuelan Plans for Steel Production 

The Government Office of Special Studies announces 
that Venezuela will build a $60 million steel mill on the 
Orinoco River, near Puerto Ordaz. The plant is to be 
in operation by the end of 1957 or early in 1958, and its 
initial capacity will be 150,000 tons per year. The ore 
will be supplied by the Cerro Bolivar fields of the U.S. 
Steel Corporation. Power will be obtained from a $40 mil- 
lion hydroelectric plant to be built on the Caroni River 
by the Venezuelan Development Corporation. While for- 
eign capital will be invested in the project, the Venezuelan 
Government will maintain financial control, with a mini- 
mum of 51 per cent of the stock. 


Source: The Journal of Commerce, New York, N. Y., 
June 17, 1954. 


Bolivia's Foreign Credits 
The Central Bank of Bolivia has obtained a $10 million 


credit from Arpic, a group of Belgian manufacturers, 








for the purchase of merchandise of “Belgian or European 
manufacture,” under a contract ratified in May. This sum 
may be increased to $20 million at the option of the 
Central Bank. 

Manufactured products offered to Bolivia by Arpic are 
to be of the best quality produced by Belgian or European 
industry and are to be quoted at “competitive prices.” 
Arpic must effect shipment within 90 days from the time 
an order is placed, unless another delivery date is speci- 
fied in the order, and the Central Bank must place an 
initial order of $500,000 within 120 days of the date of 
ratification by the Bolivian Government. The Central 
Bank is to pay at the time of shipment 5 per cent of the 
value of the merchandise ordered; the balance is payable 
at fixed percentages due every 6 months over a 5-year 
period, with interest at 3 per cent per annum on outstand- 
ing balances. 

A similar contract signed on April 12 between the 
Central Bank and the Adalberto Markus group of Britain 
was also ratified in May. This contract established with 
the Central Bank a commercial credit of £2.4 million in 
convertible sterling, which can be increased to £3.6 mil- 
lion, for the purchase of British manufactured goods over 
a 3-4 year period. 

The Bolivian Mining Bank earlier in the year had 
signed similar contracts with the Arpic and Markus 
interests. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., June 21, 1954. 
Colonization Department of the Bank of Brazil 


The President of Brazil has approved a new Coloniza- 
tion Department in the Bank of Brazil, which will provide 
financial assistance for the purchase of small rural prop- 
erties, irrigation, control of water resources, electric 
power, sanitation, highway construction, equipment, fer- 
tilizer, etc. For the new Department, the national Treas- 
ury is authorized to furnish the Bank of Brazil with 
the initial capital. The Department will extend credit 
through mortgage notes to bearer, negotiable in the mar- 
ket, issued with a maximum maturity of 20 years and 
with interest payable every 6 months. 

This will be the seventh Department of the Bank of 
Brazil; the other Departments are the General Credit 
Department, the Agricultural and Industrial Credit De- 
partment, the Export and Import Department, the Ex- 
change Department, the Rediscount Department, and the 
Department for Branches. 

Source: Brazilian Embassy, Boletim Radiotelegrafico do 
Ministério das Relacées Exteriores, Washington, 


D. C., June 23, 1954. 
Brazil-Argentina Agreement 


After six months of negotiations, a trade and payments 
agreement has been signed by Argentina and Brazil, and 
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it will be submitted to the Brazilian Congress for ap- 
proval. The 1953 agreement expired last December 31. 
The new agreement provides for the exchange of goods 
totaling $140 million per year in each direction. One of 
the principal questions in the negotiations was the price 
for the wheat to be imported by Brazil from Argentina. 
The price agreed is $81 per ton. Argentina will sell to 
Brazil 500,000 tons of wheat, in comparison with 200,000 
tons under the previous agreement. Brazil will export 
to Argentina $40 million worth of coffee and $25 million 
worth of lumber; the balance of the total will be in cacao, 
yerba maté, iron and steel, and other manufactures. 


Sources: Brazilian Embassy, Boletim Radiotelegrafico do 
Ministério das Relacées Exteriores, Washington, 
D. C., June 23, 1954; La Prensa, New York, 
N. Y., June 23, 1954. 


Credit Controls in Chile 
The Governing Board of the Central Bank of Chile 


announced in June that the expansion of commercial 
bank credit would be limited to a monthly rate of 1.75 
per cent for banks in Santiago, and of 2 per cent for 
regional banks. This decision was in accordance with 
proposals by the Minister of Finance in regard to 
monetary measures that should be adopted. These meas- 
ures included (a) re-establishment of the quantitative 
controls over credit that had been set up in September 
1953, but which were in force for only one month; (b) 
strengthening of qualitative control over commercial bank 
credit; (c) establishment of a commission, comprised of 
representatives of the Central Bank, the State Bank, the 
Ministry of Finance, and commercial banks, to study and 
recommend measures to improve controls over credit; 
and (d) the transfer from the Central Bank to the State 
Bank of the direct extension of credit to the public. 


Commercial bank credit increased from a monthly rate 
of 1.5 per cent in 1952 to 3 per cent in 1953 and 5.6 per 
cent in the first four months of 1954. This sharp increase 
was due to credit extension bv the Central Bank to public 
bodies. Commercial banks have maintained a highly 
liquid position. The restrictions on credit announced 
in June, however, would oblige the commercial banks to 
reduce their rediscounts with the Central Bank. 


Source: El Mercurio, Santiago, Chile, June 16, 1954. 


Other Countries 


Overseas Capital Investment in Australia 


For several years after the end of World War II it 
was the policy of the Australian Commonwealth Govern- 
ment to raise funds for public works in Australia and 
to retire funded debt abroad from overseas reserves. The 
net outflow of capital on this account from 1945-46 to 






1950-51 is estimated at £A 129 million. Capital for 
private investment has continued to enter Australia since 
the end of the war, the total during the six-year period 
being estimated at £A 658 million. The most important 
form of private investment was by overseas companies 
in the establishment or expansion of local branches, 
subsidiaries, or affiliates. There were also substantial 
purchases by individuals abroad of Australian equity 
shares or government bonds, and some funds were trans- 
ferred to Australia or left there in expectation of an ap- 
preciation of the Australian pound. Most of the latter 
inflow has probably either been withdrawn or employed 
in commercial transactions since the end of the wool boom 
of 1950-51. Since 1950, capital has again been obtained 
from overseas on government account, the total net inflow 
for 1951-52 and 1952-53 being £A 49 million (including 
credits from the International Monetary Fund and loans 
from the International Bank for Reconstruction and De- 
velopment). In 1951-52 the net inflow of private invest- 
ment was £A 104 million; for 1952-53 a net outflow of 
£A 17 million is estimated. 


Source: Bank of New South Wales, Review, Sydney, 
Australia, May 1954. 


Fund Executive Director 


Mr. D. H. F. Rickett has been appointed Executive 
Director of the Fund for the United Kingdom as of July 1, 
1954, to succeed Sir Edmund Hall-Patch. Mr. Rickett is 


Economic Minister at the British Embassy in Washington. 


Corrigendum 


Vol. VI, No. 50, June 25, 1954, p. 404, item “Brazilian 
Budget for 1955,” second and third sentences should 
read as follows: “The approved budget for 1954 provided 
for revenues of Cr$46.0 billion and expenditures of 
Cr$45.1 billion. Thus the 1955 budget estimates an 
increase of 12.2 per cent for revenues and of 14.4 per cent 
for expenditures.” 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
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